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Executive Summary 

IŀǿŀƛƛΩǎ ǎǘǊŀǘŜƎƛŎ ƛƳǇƻǊǘŀƴŎŜ ƛǎ ŀǎ ƛƳǇƻǊǘŀƴǘ ƴƻǿ ŀǎ ƛǘ Ƙŀǎ 

ever been with continued threats and instability in the Asia-

Pacific ǊŜƎƛƻƴΣ ƘƻƳŜ ǘƻ ƳƻǊŜ ǘƘŀƴ рл҈ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ 

population, several of ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ƳƛƭƛǘŀǊƛŜǎΣ ŀƴŘ ǘǿƻ ƻŦ 

the three largest economies in the world. The U.S. Indo-Pacific 

Command (USINDOPACOM), headquartered in Honolulu, 

along with other strategic and important commands, facilities 

and bases in the state, clearly make Hawaii vital to U.S. 

interests in the region. ¢ƘŜ ¦Φ{Φ bŀǾȅΩǎ Pacific Missile Range 

CŀŎƛƭƛǘȅ όtawCύ ƛǎ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ƛƴǎǘǊǳƳŜƴǘŜŘ Ƴǳƭǘƛ-

environmental range capable of supported surface, 

subsurface, air, and space operations simultaneously and is 

the third-largest employer on Kauai. Pearl Harbor Naval 

Shipyard (PHNSY) ƛǎ ƻǳǊ ƴŀǘƛƻƴΩǎ ƭŀǊƎŜǎǘΣ Ƴƻǎǘ ŎƻƳǇǊŜƘŜƴǎƛǾŜ 

fleet repair and maintenance facility between the U.S. West 

Coast and the Far East. It is the largest industrial employer in 

the state, with a civilian workforce of more than 5,000 and 

over 500 active-duty Navy personnel. Finally, Tripler Army 

Medical Center (TAMC) is the largest military treatment facility 

(MTF) in the Pacific Rim. It serves more than 260,000 

beneficiaries in Hawaii and another 170,000 across the region. 

HDE Overview & Report Objectives 

Hawaii is ranked #2 nationally in state defense spending as a 

percentage of Gross Domestic Product (GDP) at 7.7%. Total 

defense-related payroll and contract spending accounted for 

$7.2B, including $4.9B in payroll and $2.3B in contract 

spending.1 Net dollar flows entering Hawaii from contract 

awards support approximately 30K jobs and contribute $4.2B 

in Economic Impact to the economy.2 

Given the size of the defense market, it is critical that the state 

ōŜ ǇǊƻŀŎǘƛǾŜ ǘƻ ŜƴǎǳǊŜ IŀǿŀƛƛΩǎ ŜŎƻƴƻƳȅ ƛǎ ǊŜǎƛƭƛŜƴǘ ǘƻ ŀƴȅ 

potential changes in defense spending. Likewise, the recent 

 
1 Office of Economic AdjustmentΩǎ (OEA) Fiscal Year 2018 state report for Hawaii 
2 HDE Website (http://defenseeconomy.hawaii.gov/) 

impacts from the COVID-19 global pandemic have highlighted 

thŜ ƛƳǇƻǊǘŀƴŎŜ ƻŦ ŘŜŦŜƴǎŜ ǎǇŜƴŘƛƴƎ ƻƴ ǘƘŜ ǎǘŀǘŜΩǎ ŜŎƻƴƻƳȅΣ 

ŀǎ ¢ƻǳǊƛǎƳΣ IŀǿŀƛƛΩǎ Ім ƛƴŘǳǎǘǊȅΣ Ƙŀǎ ōŜŎƻƳŜ ǘƘŜ hardest hit 

economic sector in 2020 with significant job losses.  

This report provides a comprehensive analysis of strengths, 

weaknesses, and potential opportunities and threats (SWOT) 

for key industries that play or could play a major role in 

IŀǿŀƛƛΩǎ ŘŜŦŜƴǎŜ ŜŎƻƴƻƳȅΦ Lǘ ƛŘŜƴǘƛŦƛŜǎ ƳƛƭƛǘŀǊȅ ŘŜŦŜƴǎŜ 

sectors and other industries most vulnerable to economic 

downturns or changes in DoD spending. It also determines 

prospective areas to transition capacity and services in the 

private sector to support the military industry and sustain the 

local economy. Finally, it identifies and prioritizes potential 

areas for economic adjustment and growth. 

HDE SWOT Analysis 

The HDE project team conducted a SWOT analysis using an 

online survey deployed to 507 contractors located in Hawaii, 

and received a 21% response rate. 89% of the respondents 

were small businesses and 84% were service providers. 

Financial Health and Defense Market Outlook received the 

highest ratings in terms of Strengths and Opportunities, 

indicating the defense market has been financially rewarding 

to contractors and is expected to continue with more 

opportunities in the future. On the other hand, Market 

Flexibility received the lowest rating in terms of weakness, 

indicating it is difficult for defense firms to serve both public 

and private (commercial) markets. Overall DoD dependency is 

moderately high at an average of 46% across the firms 

surveyed. This indicates some degree of weakness with the 

potential of a threat in the event of a defense market 

downturn in spending. 

The following scatter plot chart shows the 107 responses 

plotted on a SWOT quadrant chart and a representative single 

plot, reflecting the center mass of responses, based on the 

average internal and external scores. The colored respondent 

points reflect the Top 3 three-digit NAICS that responded to 

the survey ς 541: Professional, Scientific, and Technical 

Services; 238: Specialty Trade Contractors; and 236: 

Construction of Buildings. Each industry appears to be well 

http://defenseeconomy.hawaii.gov/
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represented in Quadrant I with 46 organizations plotted or 

43% of the respondents.   

NAICS 236 appears to have more resiliency than NAICS 541 and 

238 with overall more favorable internal and external factor 

SWOT scores. NAICS 238 respondents indicated a challenging 

Workforce Outlook (skilled labor retention), a weakness, while 

the majority of NAICS 541 respondents agree that the Business 

Climate and Labor Market (Skilled Labor Availability) are 

significant challenges, both threats to these two industry 

sectors. 

Defense Sector Analysis 

Over the last 12 months, NAICS 23: Construction accounted for 

the largest industry sector (2-digit NAICS) with $719.6M in net 

dollar flows, followed closely by 54: Professional Services at 

$621.8M. NAICS 33: Manufacturing held third place with 

$286.6M. Together, these Top 3 industry sectors support over 

20K jobs in Hawaii. 

Missile Defense, Cybersecurity, and Ship Repair were 

identified as Phase 1 industry sector focus areas. Each has 

direct and indirect alignment to NAICS 54: Professional 

Services and the Hawaii Defense Economy. Missile Defense 

supports a number of occupations within NAICS 541330: 

Engineering Services, but also facility-related construction. 

Since Missile Defense spending comes from multiple DoD 

agencies, it is difficult to track this particular sub-sector of the 

economy. NAICS 541330: Engineering Services is an easier 

industry sector to monitor, substantial in terms of annual 

defense spending in Hawaii, and more inclusive of other 

important, higher paying occupations within the state. The 

HDE project team recommends adjusting the focus area from 

Missile Defense to NAICS 541330: Engineering Services 

Similarly, Cybersecurity fits very well within NAICS 5415: 

Computer Systems Design and Related Services, but there are 

many other IT services that are also included, making it difficult 

to associate defense spending to this specific sub-sector. 

Outside of the Hawaii Defense Economy, Cybersecurity also 

supports jobs across multiple industries located in the state, 

including finance/ banking, transportation/ shipping, tourism 

etc., beyond just professional services. Given the size of 

defense spending within NAICS 5415, its relatively high paying 

occupations, positive job growth outlook, and the DoD 

mandates for cybersecurity, the HDE project team 

recommends adjusting this focus area to include not only 

cybersecurity specifically, but also other IT occupations within 

NAICS 5415: Computer Systems Design and Related Services.  

After making the focus area adjustments within NAICS 54: 

Professional Services, the Top 3 HDE Focus Areas are: 

¶ 541330: Engineering Services, 

¶ 336611: Ship Building and Repairing, and 

¶ 5415: Computer Systems Design and Related Services 

 These areas show sizeable spending and high growth rates.  

IT Services & Cybersecurity (NAICS 5415) 

Defense-related contract awards in Hawaii within NAICS 5415 

have risen over the last 5 years, approaching $128M in 2020, 

approximately equal to the prior year. Net dollar flows 

entering Hawaii from contract awards support approximately 

Avg. Score: 
Internal = 3.3 
External = 3.3 
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1,700 jobs and contribute $240M in Economic Impact to the 

economy.3 

In addition to its high annual spending and fast growth rate, 

new DoD mandates highlight the continued importance of 

cybersecurity. 5ƻ5Ωǎ /ȅōŜǊǎŜŎǳǊƛǘȅ aŀǘǳǊƛǘȅ aƻŘŜƭ 

Certification (CMMC) program is a new set of cybersecurity 

standards to protect defense companies from cyberattacks. 

The CMMC program will require certification for all companies 

doing business or who want to do business with DoD. Certified 

Third-Party Assessment Organizations (C3PAO) will certify 

companies against the different CMMC standards/levels. All 

companies on contract with the DoD will need at least CMMC 

Level 1 certification. 

Defense agency spending in NAICS 5415 only tells part of the 

story of its economic contributions within Hawaii. IT Services 

within the private sector is also growing, particularly in the 

cybersecurity area. The Bureau of Labor Statistics (BLS) 

identified Information Security Analysts (15-1122) as the Top 

6 fastest growing jobs in the U.S. at 32% from 2018-2028 

(projected).4 Information Security Analysts are high paying 

occupations. However, in Hawaii the median pay is only 

$90,100, approximately $10K lower than the national median.5  

HawaiiΩǎ location quotient for this occupation is 0.63, 

suggesting it is under-represented among other occupations.6 

For perspective, Virginia, DC, and Maryland have the highest 

location quotients and combined are an important DoD/ 

intelligence regional hub, which is something Hawaii could 

aspire to achieve ς through workforce development programs, 

such as Cyber Hawaii.  

Job posting data for Hawaii provides important insights and a 

wider view of IT related jobs beyond just the public sector:7  

¶ Median advertised salary was $70K  

¶ Software Developers, Applications held the top spot 

for the most monthly postings in Hawaii  

¶ Information Security Analysts held the Top 4 ranking 

¶ Postings required Top Secret-Sensitive 

Compartmented Information (TS/SCI) clearances 

more often than the rest of the workforce at 12% 

versus 2%, reflecting the substantial presence of 

DoD-related work. 

 
3 HDE Website (http://defenseeconomy.hawaii.gov/) 
4 https://www.bls.gov/ooh/computer-and-information-technology/information-security-analysts.html  
5 BLS Occupational Employment Statistics (OES) for SOC 15-1212 (Information Security Analyst). 
6 .[{ h9{Φ [ƻŎŀǘƛƻƴ ǉǳƻǘƛŜƴǘ ǊŜǇǊŜǎŜƴǘǎ Ǌŀǘƛƻ ƻŦ ŀƴ ƻŎŎǳǇŀǘƛƻƴΩǎ ǎƘŀǊŜ ƻŦ ŜƳǇƭƻȅƳŜƴǘ ƛƴ ŀ ƎƛǾŜƴ ŀǊŜŀ ǘƻ ǘƘŀǘ ƻŎŎǳǇŀǘƛƻƴΩǎ ǎƘŀǊŜ of employment in the U.S. as a whole. 
7 University of Hawaii Community Colleges report on Wƻō tƻǎǘƛƴƎ !ƴŀƭȅǘƛŎǎ ǳǎƛƴƎ 9ƳǎƛΩǎ vн нлнл 5ŀǘŀ {Ŝǘ for May 2020. 
8 Top Hard Skills; Emsi Q2 2020 Data Set | www.economicmodeling.com 

¶ Cybersecurity skills were required at a frequency of 

7% versus 1% nationally.8  

¶ Information Assurance/ Security industry 

qualifications were frequently required the most 

above all others in job postings. 

The HDE project team developed and conducted an industry 

sector occupational gap analysis survey of Hawaii-based 

companies to provide feedback on perceived gaps between 

skilled labor needs and the labor pool of current Hawaiian 

residents. The majority of respondents predominantly employ 

Hawaii-based residents. The survey also revealed large gaps 

for the following IT occupations: 

¶ 15-1221: Computer and Information Research 

Scientists (Data Scientists). 

¶ 15-1212: Information Security Analysts. 

The gaps were noted most heavily in the Moderately to Highly 

experienced job levels, not entry level. 70% of respondents 

indicated they would be interested in participating in a future 

partnership/alliance with stakeholders representing industry, 

government, and academia within Hawaii to build the labor 

force related to NAICS 5415: Computer Systems Design and 

Related Services. 

According to the Bureau of Labor Statistics (BLS) Occupational 

Employment Statistics (OES), the Top 3 occupations by total 

Hawaii employment include 1) Software Developers & QA, 2) 

Computer Systems Analysts and 3) Computer Occupations, 

Other. Four out of the Top 5 have both low location quotients 

(under-represented in the state economy compared to 

nationally) and noticeably lower median salaries as compared 

to the median national salaries. Software Developers & QA 

and Computer User Support Specialists (Help Desk Techs.) 

have significantly lower location quotients. The data suggests 

that the local economy may not be substantially diverse 

enough to provide the demand needed to increase both the 

median salaries and location quotients closer to national 

levels. 

about:blank
about:blank
http://defenseeconomy.hawaii.gov/
https://www.bls.gov/ooh/computer-and-information-technology/information-security-analysts.html
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Engineering Services (NAICS 541330) 

Defense-related contract awards in Hawaii within NAICS 

541330 Engineering Services have risen over the last 5 years, 

approaching $293M in 2020, representing a substantially 

large sector in Hawaii.  

Net dollar flows entering Hawaii from contract awards support 

approximately 4,490 jobs and contribute $569M in Economic 

Impact to the economy.9 The sector has a 5-year growth rate 

of 3.4%.  

The HDE project team developed and conducted an 

occupational gap analysis survey of Hawaii-based companies. 

Overall, the survey revealed only slight and moderate gaps, 

indicating a healthy industry sector in terms of needs versus 

the local skilled labor pool. Similarly, even fewer gaps were 

noted in the technician and technologist trades. In addition, 

the majority of respondents employ Hawaii-based residents. 

62% of respondents indicated they would be interested in 

participating in a future partnership/alliance with stakeholders 

representing industry, government, and academia within 

Hawaii to build the labor force related to NAICS 541330: 

Engineering Services, slightly lower than for IT Services. 

According to the BLS OES data, the Top 3 άEngineerέ 

occupations by total Hawaii employment include 1) Civil, 2) 

Electrical and 3) Mechanical Engineers. The high employment 

and location quotient for Civil Engineers aligns well with the 

large defense construction spending in the state. All three have 

median average salaries that are lower than the median 

national salaries. The data suggests that the demand and 

supply is relatively balanced within the engineering services 

sector.      

CƻǊ ǘƘŜ άTechnologist/ Technicianέ occupations, the Top 3 

occupations are 1) Electrical and Electronic Engineering 

Technicians, 2) Calibration and Engineering Technicians, and 

3) Architectural and Civil Drafters. In contrast to the 

 
9 HDE Website (http://defenseeconomy.hawaii.gov/) 
10 HDE Website (http://defenseeconomy.hawaii.gov/) 

άEngineerέ ƻŎŎǳǇŀǘƛƻƴǎΣ ǘƘŜǎŜ Ƨƻōǎ ƘŀǾŜ ŀ ƘƛƎƘŜǊ ƳŜŘƛŀƴ 

salary in Hawaii as compared to the rest of the U.S. 

Ship Building/Repairing (NAICS 336611) 

Defense-related contract awards in Hawaii within NAICS 

336611 ς Ship Building and Repairing. Defense-related net 

dollar flows in Hawaii have risen over the last 5 years, 

approaching $177M in 2020, down from the year before, 

which was substantially higher at $261.5M. 

Net dollar flows entering Hawaii from contract awards support 

approximately 1,820 jobs, and contribute $305.5M in 

Economic Impact to the economy.10 The sector has a 5-year 

growth rate of 33.9%, factoring in relatively high spending in 

2019. 

The HDE project team developed and conducted a general 

workforce gap analysis survey of Hawaii-based companies. 

Due to the large number of occupational codes that relate to 

this industry sector, this survey only requested feedback in 

general on the perceived severity of any gaps between the 

organization's skilled labor needs and the availability of skilled 

Hawaii resident workers. 43% noted no gaps. For the 57% that 

indicated moderate and large gaps, the experience level that 

had the biggest shortage were Moderately Experienced skilled 

workers. The following provides the comments offered to 

explain the noted large gaps: 

¶ Shortage of skilled marine welders, pipefitters, 

blasters and painters. 

¶ Need vocational training starting at the High School 

level. 

86% of respondents indicated they would be interested in 

participating in a future partnership/alliance with stakeholders 

representing industry, government, and academia within 

http://defenseeconomy.hawaii.gov/
http://defenseeconomy.hawaii.gov/


8 
 

Hawaii to build the labor force related to NAICS 336611: Ship 

Repairing & Building, higher than the other two sectors. 

According to the BLS OES data, the Top 3 occupations by total 

Hawaii employment include 1) Plumbers, Pipefitters, and 

Steamfitters, 2) Welders, Cutters, Solderers, and Brazers and 

3) Misc. Assemblers and Fabricators. Most of the trades have 

relatively high median average salaries compared to the nation 

as a whole and very low location quotients (under-represented 

in the state economy compared to nationally). It is unclear if 

ǘƘƛǎ ƛǎ ŘǳŜ ǘƻ IŀǿŀƛƛΩǎ ƴŀǘƛƻƴŀl ranking as a service-based 

economy as opposed to manufacturing, which would explain 

lower location quotients in these occupations, or if there is 

truly a skilled labor gap. Of particular interest is 51-4121: 

Welders, Cutters, Solderers, and Brazers, which has relatively 

high employment in the state, high median salary, but a very 

low location quotient. This occupation is typically associated 

with Ship Repair/Building within Hawaii. 

Summary Recommendations 

Lƴ ǘƘƛǎ ǎŜŎǘƛƻƴ ǿŜ ǎǳƳƳŀǊƛȊŜ I59 ǇǊƻƧŜŎǘ ǘŜŀƳΩǎ 

recommendations for DBEDT to implement in a Phase III 

Action Plan. For the IT Services & Cybersecurity (NAICS 5415) 

focus area: 

1. Partner with INNOVATE Hawaii (MEP) and support 

program to establish cybersecurity clinics and reviews 

for DoD small businesses.  

2. Lead or support efforts to build a cybersecurity 

ecosystem within the state  

3. Develop way forward to help local small businesses 

obtain sponsorship opportunities from DoD agencies 

or large primes to obtain facility clearances. 

4. Increase access to in-demand cybersecurity training 

certifications for the local workforce.  

For the Engineering Services (NAICS 541330) focus area, the 

team recommends no action at this time, given the relative 

health of this industry sector to the other two focus areas. In 

addition, industry indicated lower interest in participating in 

alliances or partnerships to grow the workforce. The team 

recommends continued monitoring of spending trends 

because it is a substantially large and important sector for the 

Hawaii economy.   

Finally, for the Ship Building/Repairing (NAICS 336611) focus 

area, the team recommends:  

5. Evaluate opportunities to expand the existing HCC 

apprenticeship program for contractors supporting 

defense-related ship repair or implementation of 

other alternative training programs.  

6. Evaluate opportunities to offer vocational training at 

the High School level. 
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Section 1 ï Hawaii Defense Economy (HDE) At-a-Glance

According to the Department of 

Defense (DoD) Office of Economic 

Adjustment (OEA) in its Fiscal Year 

2018 state report, Hawaii is ranked #2 

in state defense spending as a 

percentage of Gross Domestic Product 

(GDP) at 7.7%, just behind the 

Commonwealth of Virginia at 10.3%.11  

In addition to its strategic importance, 

IŀǿŀƛƛΩǎ ǊŜƭŀǘƛƻƴǎƘƛǇ ǿƛǘƘ ǘƘŜ ƳƛƭƛǘŀǊȅ 

ƛǎ ŀ Ǿƛǘŀƭ ǇŀǊǘ ƻŦ ǘƘŜ ǎǘŀǘŜΩǎ ŜŎƻƴƻƳȅΦ 

From jobs for civilians and contracts 

for local businesses, to spending by 

active duty military personnel 

deployed in Hawaii and their families, 

the defense industry is a critical sector 

ƻŦ IŀǿŀƛƛΩǎ ŜŎƻƴƻƳȅΣ ǎŜŎƻƴŘ ƻƴƭȅ ǘƻ 

Tourism. OEA estimated total defense-

related payroll and contract spending 

accounted for $7.2B in FY 2018. 

Hawaii is home to a significant number 

of military personnel and their 

families. With all branches of the 

military represented in the state, 

active duty service members, defense 

civilians, military dependents and 

veterans are all a critical part of the 

many communities across the 

Hawaiian Islands. Total defense 

related payroll accounted for the 

largest component of total defense 

spending in Hawaii at $4.9B, ranking 

#9 among the 50 states. Total defense 

personnel in 2020 is estimated to be 

71,604, including 42.4K active duty, 

19.6K DoD civilians, and 9.6K guard/ 

reserve personnel.12  

Hawaii is home to all branches of the 

U.S. armed forces, including U.S. Army, 

U.S. Marine Corps, U.S. Navy, U.S. Air 

Force, U.S. Coast Guard, and U.S. 

 
11 https://oea.gov    
12 Defense Manpower Data Center, December 2019 
13 The HDE Project Team utilized a rolling 12-month spending analysis to allow comparison across annual periods; 2020 includes a portion of calendar year 2019 awards. 

Space Command. The Army National 

Guard and the Air National Guard are 

reserve components of their services 

and operate in part under state 

authority. The Department of the Navy 

is the largest 

contracting entity 

in Hawaii, followed 

by the Department 

of the Army and 

Air Force in second 

and third place, 

respectively. With 

total contract 

awards accounting 

for $2.3B13, any changes in DoD 

spending will have a significant impact 

on the ǎǘŀǘŜΩǎ economy. It is critical 

that the state be proactive to ensure 

IŀǿŀƛƛΩǎ ŜŎƻƴomy is resilient to any 

potential changes in defense 

spending. 

Hawaii has long been recognized for its 

strategic importance and unique 

relationship with the military. The 

military is present in all four counties 

ŀŎǊƻǎǎ ǘƘŜ ǎǘŀǘŜΦ IŀǿŀƛƛΩǎ ǎǘǊŀǘŜƎƛŎ 

importance is as important now as it 

has ever been with continued threats 

and instability in the Asia-Pacific 

region, home to more than 50% of the 

ǿƻǊƭŘΩǎ ǇƻǇǳƭŀǘƛƻƴΣ ǎŜǾŜǊŀƭ ƻŦ ǘƘŜ 

ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ƳƛƭƛǘŀǊƛŜǎΣ ŀƴŘ ǘǿƻ ƻŦ 

the three largest economies in the 

world. China poses a major challenge 

ǘƻ ǘƘŜ ¦Φ{Φ ƳƛƭƛǘŀǊȅΩǎ ŀōƛƭƛǘȅ ǘƻ ŀŎƘƛŜǾŜ 

and maintain wartime control of blue-

water ocean areas. In addition, North 

Korea continues to test ballistic 

missiles that can reach our allies and 

the U.S. The U.S. Indo-Pacific 

Command (USINDOPACOM), having 

an area of responsibility encompassing 

ƴŜŀǊƭȅ ƘŀƭŦ ƻŦ ǘƘŜ ŜŀǊǘƘΩǎ ǎǳǊŦŀŎŜ and 

headquartered in Honolulu, along with 

other strategic and important 

commands, facilities and bases in the 

state, clearly make Hawaii vital to US 

interests in the region. 

https://oea.gov/
https://www.pacom.mil/About-USINDOPACOM/USPACOM-Area-of-Responsibility/
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HDE Phase II Objectives 

Objective 1: Develop a comprehensive analysis of strengths, 

weaknesses, and potential opportunities and threats (SWOT) 

for key industries that play or could play a major role in 

IŀǿŀƛƛΩǎ ŘŜŦŜƴǎŜ ŜŎƻƴƻƳȅΦ ! ŎǳǊǊŜƴǘ ŀƴŘ ƳƻǊŜ ƛƴπŘŜǇǘƘ 

analysis will help to identify military defense sectors and other 

industries most vulnerable to economic downturns or changes 

in DoD spending. It will also determine prospective areas to 

transition capacity and services in the private sector to support 

the military industry and sustain the local economy. 

Note: The three military defense sectors identified as critical 

and opportunistic during the Phase I research and analysis 

process included ship repair, cybersecurity and missile defense. 

Conducting a more comprehensive SWOT analysis through 

further research, surveys and/or interviews will help the State 

and OEA confirm whether these or other sectors should be 

prioritized in the follow up action plan. 

Objective 2: Identify and prioritize potential areas for 

economic adjustment and growth and develop a detailed 

action plan and {ŎƻǇŜ ƻŦ ²ƻǊƪ ǘƘŀǘ ǿƛƭƭ ǎǘǊŜƴƎǘƘŜƴ IŀǿŀƛƛΩǎ 

ability to provide services and commodities to the defense 

industry and prepare for any potential changes to defense 

contracts. 

In the subsequent report sections, the HDE project team has 

provided various insights from defense spending, using various 

reports provided in the newly updated HDE website 

(www.defenseeconomy.hawaii.gov), a SWOT survey and 

analysis of defense contractors located in Hawaii, three 

industry sector workforce surveys and analyses, and various 

other relevant reports and data sources. 

 

  

www.defenseeconomy.hawaii.gov
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Section 2 ï HDE SWOT Survey & Analysis 

The HDE project team conducted a Strengths-Weaknesses-

Opportunities-Threats (SWOT) analysis using an online survey 

deployed in February 2020 to 507 contractors located in 

Hawaii, including prime contractors and reported 

subcontractors.14 The survey received 107 responses (21% 

response rate) from a wide range of industries.15 The following 

provides a break-down of the majority of responses: 

¶ 89% Small business 

¶ 84% Service providers  

¶ 77% had DoD business in Hawaii for 10+ years 

¶ 65% Prime contractors 

The survey included questions (Strongly Disagree to Strongly 

Agree on a 1-5 scale) ǘƘŀǘ ŜǾŀƭǳŀǘŜŘ ǘƘŜ ǊŜǎǇƻƴŘŜƴǘΩǎ internal 

strengths and weaknesses along the dimensions of Financial 

 
14 Survey distributed Feb. 18, 2020 to 507 organizations physically located in Hawaii with DoD related contracts >$25K over most recent 2-year period. 
15 The survey received relatively low representation from the Ship Repair (336611) industry. Although this industry segment has significant annual awards, the dollars 
are concentrated on a small number of contractors. 

Health, Market Flexibility, DoD Dependency, and Workforce 

Outlook. 

USMC Sniper Team Photoς Marine scout snipers with Weapons Company, 2nd Battalion, 3rd Marine Regiment, conduct high angle shooting on Range 10. The 

training was different from their typical flat level or slight elevation ranges. The high angle is considered anything 30 degrees or greater. Photo By: Sgt. Sarah Dietz. 
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Similarly, the survey ŀƭǎƻ ŜǾŀƭǳŀǘŜŘ ǘƘŜ ǊŜǎǇƻƴŘŜƴǘΩǎ external 

opportunities and threats, including Defense Market Outlook, 

Competitive Environment, and Labor Market.  

Special care was taken to develop a survey instrument that 

could be completed quickly with little burden placed on the 

respondent, while ensuring feedback could be obtained along 

each factor and dimension. 

Financial Health (4.0 avg./ 68% Agree) and Defense Market 

Outlook (3.9 avg./ 68% Agree) received the highest ratings in 

terms of average score and also percent of agree (Agree and 

Strongly Agree responses), indicating the defense market has 

been financially rewarding to contractors and is expected to 

continue with more opportunities in the future. On the other 

hand, Market Flexibility (2.7 avg./ 26% Agree) received the 

lowest rating, indicating it is difficult for defense firms to serve 

both public and private (commercial) markets. Overall DoD 

dependency is moderately high at an average of 46% across 

the firms surveyed.  

The following scatter plot chart shows the 107 responses 

plotted on a SWOT quadrant chart. The majority of responses 

(46) fall in Quadrant I (Double Positive), which demonstrates 

an overall healthy defense market in terms of internal and 

external SWOT factors. The colored respondent points reflect 

the Top 3 three-digit NAICS that responded to the survey ς 

541: Professional, Scientific, and Technical Services; 238: 

Specialty Trade Contractors; and 236: Construction of 

Buildings. Each industry appears to be well represented in 

Quadrant I.   
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The following heat map provides a cross-tab view of the same 

Top 3 three-digit NAICS. NAICS 541 received the most 

responses at 34. This cross-tab heat map shows considerable 

differences among respondents ς NAICS 236 has overall higher 

internal and external factor and dimension percentages of 

agree (% that indicated Agree and Strongly Agree) at 75% 

versus 42% for NAICS 541 and 238. Although NAICS 236 has 

higher DoD/ Federal percentage of sales (DoD dependency), it 

appears to have more resiliency than the others with higher 

percentages of favorable agreement in each dimension ς both 

strengths and opportunities.16 NAICS 238 respondents 

indicated a challenging Workforce Outlook (skilled labor 

retention), a weakness, while the majority of NAICS 541 

respondents agree that the Business Climate and Labor 

Market (Skilled Labor Availability) are significant challenges, 

both threats to these two industry sectors. 

  

 
16 Note: Only 9 responses were received for NAICS 236, so the insights are not statistically representative, but rather more feedback oriented. 

 

 






































